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1987 


Population (million midyear) 172 
GDP (billions of Rupiah, current prices) 124,539 
Exchange rate (Rupiah per $) 1,644 
GDP ($ million) 75,754 
GDP per wapita ($ at prevailing exchange rate) 440 
GDP (% growth in constant 1983 rupiah prices) 4.8 
Growth in Consumer Prices 9.3 
Money Supply (Rp billion-Dec. 31) 12,685 
Foreign Investment Approvals 

(non-oi1l) ($ million) 1,240 
Official Int’1 Reserves ($ million-Dec. 31) 6,911 
External Official Debt 
(Disbursed - $ million-Dec. 31) 41,412 
Debt Service ($ million) 5,755 


FY 
GOVERNMENT BUDGET (billions of Rupiahs) 87/88 


Routine Expenditures 17,481 
Development Expenditures 9,477 
Domestic Revenues 20,803 
Dev. Receipts (external loans and grants) 6,158 


BALANCE OF PAYMENTS FY 
($ million) 87/88 


Overall Balance (change in off. reserves) -1,528 
Current account -1,707 
Exports, Merchandise (F.0O.B.) 18,343 
Oil and LNG 8,841 
Non-oil 9,502 
Imports, Merchandise (F.O.B.) 12,952 
Oil and LNG sector imports 2,355 
Non-oil 10,597 


U.S.—Indonesian Trade ($ million) 1987 


Indonesian Exports to the U.S. (Customs Value) 3,400 
U.S. Share of Indonesian Exports (%) 19.5 
Indonesian Imports from the U.S. (F.A.S.) 767 
U.S. Share of Indonesian Imports (%) 4.3 


*Includes provisional data 
Sources: Bank Indonesia, Central Bureau of Statistics, Department of Finance, Investment 


Coordinating Board, U.S. Department of Commerce, International Monetary Fund, World 
Bank, and Embassy estimates. 





SUMMARY * 


The private sector continued to respond positively to the Indonesian 
Government’s ongoing program of economic deregulation, with 
inflation-adjusted growth in 1990 surpassing 7 percent. In the 
absence of a major downturn in the world economy, Indonesia’s 
economic growth is expected to remain in the 6 to 7 percent range in 
the near term. The Government of Indonesia (GOI) announced further 
deregulation measures in late 1990, and additional measures are 
expected in mid-1991. These steps should lay the foundation for 
sustained growth in coming years. 


The faster pace of economic activity, coupled with rapid growth in 
the money supply, pushed inflation to 9.5 percent by November 1990. 
The government responded by loosening trade controls on several 
goods in short supply. It also began tightening credit by slowing 
growth in the money supply; as a consequence, interest rates 
increased in the last half of 1990. These monetary policy measures 


appear to have dampened demand somewhat, particularly for consumer 
purchases. 


Export earnings growth slowed in 1990, in part due to lower world 
prices for Indonesia’s natural resource-based products. In 
contrast, imports during the April to September period were up 
nearly 27 percent. The faster growth in imports caused the trade 
surplus from April to September to fall to US$1.6 billion compared 
with US$3.4 billion during the corresponding period a year earlier. 
The smaller trade surplus combined with interest payments on 
Indonesia’s foreign debt and other invisibles caused the current 
account deficit to increase to US$2.5 billion in the first half of 
FY 1990/91, up from US$615 million a year earlier. While the 
increased level of imports has had a negative effect on the current 
account, the large share of capital and intermediate goods among 
total imports should translate into higher levels of exports in the 
future. Also, additional export earnings from oil and natural gas 
next year should cushion any further widening of the current account 
deficit. 


Oil output has increased gradually over the past two years, 
reversing a general downward trend in crude production which peaked 
at 1.7 million barrels per day (mmbpd) in 1977. With expanding 
secondary oil recovery projects and several new oil fields coming 
onstream in late 1990, output is expected to peak at 

1.6 mmbpd in 1991. 


Natural gas is increasingly important in meeting the country’s 
development needs. LNG exports, which represent about half of total 
gas production, increased by nearly 10 percent in 1990. Domestic 
gas consumption is expected to rise by a third over the next five 
years to meet increasing demand in the form of fertilizer, power 
generation, and urban uses. 


*This report was prepared in December 1990. 





Continued attention to Indonesia’s roads, ports, power, and other 
infrastructure will be needed if economic growth is to continue at 
high levels without igniting excessive inflation. The single 
greatest challenge, however, remains job creation. With over 2 
million new entrants to the job force each year for the foreseeable 
future, combatting unemployment and underemployment continues to be 
the top concern of Indonesian policy-makers. With economic growth 
remaining at present rates, however, job creation should keep pace 
with growth in the work force. Attention is increasingly turning to 
improving the quality of the work force. 


RECENT DEVELOPMENTS 


In his August Independence Day speech to the Parliament, President 
Soeharto announced that inflation-adjusted growth in gross domestic 
product in 1989 was 7.4 percent, with a projected rate for 1990 
estimated at 7.0 percent. The President attributed the economy’s 
rapid growth to the deregulation policies that the government has 
introduced since oil prices declined in the early 1980s. Looking to 
the future, he underlined that the government would continue to 
pursue its deregulation program, with the objective of achieving 
sustained growth with equity. Judging by the current surge in 
capital goods imports and new domestic and foreign investment 
approvals, growth rates in the 6 to 7 percent range seem built into 


the economy in the next year or two, creating the employment needed 
to absorb new entrants to the labor force. 


Within OPEC, the government was moderate on oil prices, supporting 
the US$21 level agreed at the July OPEC meeting, in part due to 
concern that higher oil prices would cause sluggish growth in its 
non-oil export markets, threatening job creation at home and the 
continuation of the investment boon. 


The economy’s growth in 1989 was paced by the strong performance of 
the non-oil and gas sector. Exclusive of the petroleum sector, the 
economy grew at an estimated rate of 8.2 percent for the year. The 
performance of the non-oil and gas industrial sector, at 12.2 
percent, was particularly robust. Non-oil and gas exports rose to 
US$13.6 billion, an increase of 17 percent over the preceding year, 
and accounted for 62 percent of total exports. These developments 
highlighted the petroleum sector’s shrinking role that has been in 
evidence over the past several years. In 1989, production of oil 
and gas represented 14.4 percent of total GDP in constant rupiah, 
compared with 19.4 percent in 1983. 


Foreign and domestic investment approvals (excluding oil, gas, 
insurance and banking) accelerated in the first half of 1990. 
Domestic investment approvals in 1989 totaled US$11.1 billion, and 
foreign investment approvals totaled US$4.7 billion. Through June 
1990, domestic approvals had reached US$16.6 billion, and foreign 
approvals had reached US$4.9 billion. Projects in the manufacturing 





sector accounted for 69 percent of the total. The major industries 
receiving investment approvals in 1989 were chemicals, textiles, and 
metal products. Outside the oil and gas sector, the major investor 
countries for 1989, in order of investment approval levels, were 


Japan, Korea, Hong Kong, the United States, the Netherlands, and 
Taiwan. 


Inflation in 1990 has significantly increased, in part because of 
higher fuel prices, which the government raised an average of 18 
percent in May. Strong production and investment activity this year 
have also contributed to higher inflation by bidding up prices of 
land, labor, and capital. During the first 11 months of 1990, the 
consumer price index rose 9.47 percent, compared to 5.97 percent for 
all of 1989. The government has acted on several fronts to dampen 
inflationary pressures. First, it authorized the unprecedented 
importation of heavy trucks to meet demand that could not be 
satisfied by local assembly plants. In order to meet currently 
strong demand in the construction industry, it eliminated import 
duties on cement and banned its export. Similar measures may be 
forthcoming for other products in short supply. Second, it 
tightened liquidity as Bank Indonesia, the country’s central bank, 
began to phase out a program of subsidized loans known as liquidity 
credits. As a result of this step, bank loans have become more 
difficult to obtain, particularly for consumer purchases. As banks 
competed for funds, three-month certificate of deposit rates 


increased to 20 percent in November from 14.5 percent in January. 


The Indonesian stock market continues to expand rapidly. The number 
of companies listing shares grew from 24 at the end of December 1988 
to 120 as of early December 1990. Over 1.5 billion shares are now 
listed; market capitalization exceeds $5 billion. The composite 
price index surged in the first half of 1990, but declined over the 
second half of the year. The decline has been attributed to a 
number of factors including competition from high interest rates 
available on bank deposits; large foreign exchange losses suffered 
by a major bank in August; uncertainties stemming from the situation 
in the Gulf; and the flood of stocks resulting from numerous new 
listings. In December 1990, the government issued regulations 
providing for the privatization of the Jakarta Stock Exchange in 
1991 and the conversion of the Department of Finance’s Capital 
Markets Executive Agency into a strictly regulatory body. Provision 
was also made for the establishment of private closed-end mutual 


funds. Future developments include the listing of shares in several 
state-owned enterprises. 


SECTORAL ANALYSES 


Energy: A member of OPEC, Indonesia is one of the world’s top 

15 011 producing countries. Production has gradually increased over 
the past two years: output of crude and condensate averaged 

1.45 million barrels per day (mmbpd) thus far in 1990, a 3 percent 
increase over 1989. Production in 1989 had increased 5 percent over 





1988’s level. This reversed, at least temporarily, a generally 
downward trend in crude production, which peaked at 1.7 mmbpd in 
1977. With several new oil fields coming onstream in late 1990 and 
the ongoing development of the massive Duri steam flood project, 
output is expected to peak at about 1.6 mmbpd in 1991. This level 
of production is not sustainable, however, unless sufficient new 
reserves can be developed to offset the normal decline in output 
over the life of Indonesia’s existing fields. 


The country currently exports about 60 percent of its net oil 
production, but rapidly rising domestic fuel demand is consuming a 
greater percentage of oil production. Existing oil refineries are 
being upgraded and expanded. A new 125,000 barrel per day refinery 
was recently announced, and several other export-oriented oil 
refinery projects are under consideration. Moreover, several major 


petrochemical projects are going forward with numerous downstream 
plants likely to follow. 


Natural gas plays an increasingly important role in the country’s 
energy mix. Indonesia’s production of natural gas, which has 
averaged more than 6 percent annual growth since 1981, will exceed 2 
trillion standard cubic feet in 1990. More than half the natural 
gas is liquified and exported as LNG to Japan, Korea, and as of 
April 1990, to Taiwan. LNG exports increased by nearly 

10 percent in 1990 to over 20 million tons. About 65 million 
barrels of condensate and 2.6 million tons of LPG are also produced 
from Indonesia’s gas resources, largely for export. Domestic gas 
consumption is expected to rise by a third over the next five years 
to meet the demands of new fertilizer plants, several new urban gas 
systems, and the country’s first major combined cycle power plant. 


The doubling of world oil prices following Iraq’s August 2 invasion 
of Kuwait will have a major positive impact on Indonesia’s export 
earnings and government revenues. Oil and gas revenues through 
December 1990 were forecast to reach the level budgeted for the full 
fiscal year ending March 31, 1991. In November 1990, the government 
estimated that oil and gas export earnings for FY 1990/91 could 
exceed $11 billion, more than $2 billion higher than the previous 
fiscal year. This forecast may prove to be conservative, but how 
oil prices develop in the fourth quarter (January-March 1991) will 
depend heavily on events in the Gulf. 


Petroleum exploration activities continued to accelerate in 1990 as 
15 new production sharing contracts were signed, 46 since 1987. In 
addition eight oil producers received 20-year extensions to their 
original contracts. Fifty foreign oil companies now operate 90 
contracts in active exploration or production, an all time high. 


Mining: Production from Indonesia’s traditional mining sector 
showed mixed results in 1990 with export earnings reportedly down by 
about 30 percent due to a weakening of commodity prices. While 
official production figures for 1990 are not yet available, 





provisional data indicated tin and nickel production was off 
slightly while that for copper, gold, and coal improved. Production 
of industrial minerals rose in concert with rapid growth in domestic 
construction. A $500 million project by Freeport Indonesia to more 
than double throughput from its Irian Jaya mine is aimed at boosting 
annual production by 1993 to about 580 million pounds of copper and 
590,000 ounces of gold. Inco reportedly has plans to expand output 
of its Sulawesi mines from 62 million pounds of nickel matte to 

80 million pounds in 1991. Several smaller gold mines are under 
construction or in the planning stages. 


Coal production more than doubled in 1989 to 8.8 million tons and is 
expected to exceed 30 million tons by 1995 as ten coal contractors 
and two large government mines expand operations. More than half of 
projected coal production is slated for export, including 6 million 
tons per year of high quality steam coal targeted for European and 
Japanese markets. With 28 billion tons of reserves, coal will play 


an increasingly important role in Indonesia’s domestic energy mix as 
well as its export earnings. 


The value of Indonesia’s principal non-oil mineral exports in 1989 
was nearly $1.5 billion, a 15 percent increase from 1988 and more 
than triple the level recorded in 1986. Nickel production increased 
in 1989 as exports reached $430 million, and are expected to 
increase further with the expansion of two major mines. Copper 
exports increased 15 percent in value to $396 million; plans for 


future expansion will double production capacity by 1992. Tin 
exports, limited by Indonesia’s adherence to quotas set by the 
Association of Tin Producing Countries, nevertheless increased in 
value to $214 million, up 75 percent from 1988. 


Manufacturing: The industrial sector, particularly the 
manufacturing and processing of natural resource-based and other 
products for export, has emerged as a major engine of growth and 
source of employment. While the industrial sector grew by more than 
9 percent in 1989, non-oil manufacturing output increased by almost 
12 percent that year. Non-oil industrial exports, led by plywood, 


garments, and processed rubber, contributed $11 billion or about 
half of all exports in 1989. 


The government has taken a number of steps to promote the 
manufacturing and processing industries. To encourage non-oil 
sector exports, it provides a number of incentives including customs 
drawbacks for imports used in producing exports and higher equity 
levels allowed foreign partners involved in export-oriented 
enterprises. In addition, the ban on the export of logs and raw and 
semifinished rattan, as well as increased export taxes on sawn and 
processed timber, aims at increasing domestic value-added. 

Financial sector deregulation has provided an impetus to private 
sector investment in all economic sectors, including manufacturing. 
Urbanization and rising incomes have contributed to rising demand 
for consumer products, both domestic and imported. 





Most of Indonesia’s rapidly increasing domestic and foreign 
investment takes the form of industrial projects for the export and 
domestic markets. Growth areas include petrochemicals, textiles, 
pulp and paper, electronics, footwear, and food processing. 


Agriculture: The agricultural sector accounts for about 22 percent 
of Indonesia’s gross domestic product and employs over half the 
labor force. Farms average about 1 acre in size, and agricultural 
systems are highly labor intensive. A high percentage of food crops 
are consumed on or near the production site, and many rural families 
live near the subsistence level. Rice is the major food crop and 
the staple food for most Indonesians. The production of rice, 
though labor intensive, is very sophisticated, in some cases 
involving the application of growth hormones, and yields are 
relatively high. The estate crop sector includes rubber, palm oil, 
cocoa, coffee, sugar, and tea. Investment in oil palm plantations, 


primarily by the private sector, has accelerated greatly in recent 
years. 


Agricultural production posted some dramatic gains in 1990. With 
adequate rainfall in the principal growing areas, farmers produced a 
bumper crop of rice. Production of oilseed crops, led by palm oil 
and copra, also reached a new record. The outlook for 1991 is 
favorable, both in food and estate crop sectors. The poultry sector 
has grown rapidly, but less progress has been apparent in the 
livestock sector. Demand for animal products remains generally low 


due to relatively weak consumer purchasing power, but increases in 
consumer income in coming years will lead to higher demand for 


animal protein. Major Indonesian agricultural imports are cotton, 
wheat, and soybeans. 


The government has taken steps to encourage in-country processing of 
agricultural products. Exports of agricultural and forest-based 
products increased by 6.6 percent to $6.9 billion in 1989. The 
share of those products that remained unprocessed or semi-processed 
shrank by 5 percent to $3.9 billion. The leading agricultural 
exports in 1990 were wood products, rubber, fisheries products, 
coffee, spices, tea, and palm oil. 


Labor: Indonesia’s labor force is estimated at about 77 million and 
is expected to increase to about 84 million by 1993. Unemployment 
stands at less than 3 percent, relatively low by international 
standards. Unemployment and underemployment, which are widespread 
in the agricultural and informal sectors that together employ 75 
percent of the work force, are a national concern. 


Overall, the labor force includes a growing proportion of young 
workers as well as women. The percentage of workers between 15 and 
34 years of age is expected to surpass 53 percent by 1993. The 
percentage of females working is projected to exceed 43 percent by 
the end of 1993. The population is also becoming increasingly well 
educated; as a result of intensive educational development efforts, 
primary education is now nearly universal. At present, 30 percent 
of the work force has a greater than primary education. 





These demographic trends have forced the government to focus on 
another pressing problem: how to satisfy the expectations of 
increasingly well-educated first-time job-seekers. A corresponding 
problem is the number of jobs which go unfilled because job-seekers 
do not have the necessary skills and education to fill the 
positions. These problems highlight the present Indonesian labor 
market characterized by both a shortage of educated and skilled 
manpower as well as a substantial labor surplus. 


Tourism: Tourism is increasingly important to Indonesia as a 

er EEE geared ’ 2 
foreign exchange earner and source of employment. During the first 
seven months of 1990, foreign exchange earnings from the tourism 
sector totaled $649 million, a 36.5 percent increase over the same 
period a year earlier. In 1990 an estimated 1.3 million Indonesians 
derived their livelihood from the tourism sector. This total is 
expected to increase to 2.5 million by 1994. Increasing numbers of 
tourists are expected as a result of the "Visit Indonesia 1991" 
campaign as well as the simultaneous program of cultural activities 
in the United States known as "Festival of Indonesia." In 1990, 2.2 


million tourists are expected to have visited Indonesia compared 
with 1.6 million in 1989. 


Money and Finance: The government’s program of financial and 
banking sector deregulation has provided fertile ground for the 
expansion of the banking community. At the end of 1989 there were 
88 private, Indonesian-owned commercial banks; as of November 1990, 


this number is estimated to have grown to over 100. The number of 
joint venture banks has continued to rise and as of November 1990 
was at least 12; total foreign-owned and joint venture banks 
numbered 23. The number of representative offices is also 
increasing. Several foreign and joint venture banks have 
established sub-branches in Surabaya, Indonesia’s second largest 


city, and are planning to establish operations in other major cities 
as well. 


From the period January 1989 to May 1990, the expansion of the 
banking sector and a strong demand for credit produced rapid growth 
in the money supply. Currency in circulation plus demand, savings, 
and time deposits rose 37 percent in 1989, then expanded an 
additional 14 percent in the first five months of 1990. In January 
the government announced a reduction in those sectors eligible to 
receive subsidized credits known as liquidity credits. As the 
central bank allowed maturing liquidity credits to expire, liquidity 
began to tighten in the banking sector. Furthermore, in May the 
central bank raised interest rates on its own debt certificate as 
one step in a liquidity-tightening effort to restrain inflation. 
Bank Indonesia also issued periodic admonitions to banks to be more 
cautious in extending credit, particularly for consumer purchases. 


Indonesia maintains an open capital account, and outflows as well as 
inflows of foreign exchange are free of government controls. The 
government’s policy of allowing a slow downward drift of the rupiah 
against the dollar in a managed float system has helped maintain the 
competitiveness of Indonesian exports. The current budget and 
balance-of-payments projections continue to assume a 5 percent 
annual depreciation of the rupiah against the dollar. 
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BALANCE OF PAYMENTS AND FOREIGN DEBT 


During the first six months of the 1990/91 fiscal year (April 
through September 1990), foreign trade increased 13 percent. Total 
exports increased 3.2 percent, compared.with a 15 percent growth 
rate in all of 1989. In contrast, total imports were up by nearly 
27 percent. The faster growth in imports caused the trade surplus 
from April to September to fall to $1.6 billion from $3.4 billion 
during the corresponding period a year earlier. When combined with 
interest on Indonesia’s foreign debt and other invisibles, the 
smaller surplus on the merchandise account caused the current 
account deficit in the first half of FY 1990/91 to increase to 

$2.5 billion from $615 million a year earlier. The doubling of oil 
prices following the August 2 Iraqi invasion of Kuwait will have a 


significant impact on the current account in the second half of the 
fiscal year. 


Exports. In contrast to their rapid growth in earlier years, 
non-o0il/gas exports in the first half of the fiscal year were 
virtually flat. Exports of wood and wood products, accounting for 
about 24 percent of total nonpetroleum exports, were down 

18 percent. A major reason for the downturn was a heavy tax on sawn 
wood that was imposed in October 1989. Other natural resource-based 
exports such as rubber, palm oil, and mineral ores were affected by 
lower export prices. Manufactured and semiprocessed products fared 
better. Exports of chemicals, leather and leather goods, pulp and 


paper, textiles and apparel, and footwear all recorded increases 
over the earlier period. 


Imports. Intermediate and capital goods predominated among imports 
over the April to September 1990 period. Imports of machinery and 
equipment, which accounted for 35 percent of the total, more than 
doubled to $2.4 billion. Imports of metal and mineral products, as 
well as transport equipment, also showed large increases. Capital 
goods imports reportedly rose markedly over this period in response 
to higher spending on investment projects. To the extent they can 
be identified, consumer goods imports remained at previous levels, 


or declined. Imports of foods and beverages, for example, fell 
nearly 55 percent. 


Services. On the services account, major outflows consist of 
interest payments on Indonesia’s external debt and service payments 


under its oil and LNG production sharing agreements. Expenditures 
by foreign tourists were up sharply. 


Current Account Forecast. Even with higher oil and gas revenues in 
the last half of the year, the current account in FY 1990/91 is 
expected to remain in deficit, reflecting continued high levels of 
imports and diminished non-oil export growth. The appreciation of 
the yen and most other major currencies against the dollar is also 
expected to result in higher interest payments on Indonesia’s 
foreign debt. Depending on how oil prices develop next year, 
additional export earnings from oil and natural gas could cushion 
the impact of higher imports and interest payments. 
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Official Reserves. Indonesia’s official foreign reserves, including 
gold, SDRs, and foreign exchange, totaled $6.5 billion at the end of 
September 1990, or about the same level as year-end 1989. Indonesia 
current foreign reserves is equivalent to about 5 months of imports. 


Debt. Indonesia’s medium-and long-term external debt at the end of 
1989 was approximately $50 billion, consisting of about $41 billion 
in public sector and $9 billion in private sector debt. In FY 
1989/90, exchange rate changes among world currencies reduced the 
dollar value of Indonesia’s stock of debt despite positive net 
disbursements. Depreciation of the dollar during FY 1990/91 is 
having the opposite effect, increasing the dollar value of the 
outstanding debt priced in yen and other currencies. Medium-and 
long-term debt comprises nearly all of the government’s debt, much 
of it on concessional terms from multilateral development banks and 
bilateral donors. The debt service ratio is expected to remain 
constant at about 31 percent. 


IMPLICATIONS FOR THE UNITED STATES 


Indonesia’s step-by-step implementation of market-oriented economic 
reforms is improving the environment for foreign businesses in 
Indonesia. In 1989, a short list of industries that remain closed 
to direct foreign investment replaced the cumbersome list of sectors 
in which foreign investment was permitted. Deregulation measures to 
date have substantially reduced red tape in setting up operations, 
expanding production, importing production inputs, and purchasing 
shares on the stock exchange. Joint ventures with majority 
Indonesian ownership are treated as domestic entities, free to 
distribute their products, borrow locally, and invest in sectors 
still closed to direct foreign investment. 


In late November, Indonesia and the United States completed 
formalities to bring into force by the end of the year certain 
provisions of a new bilateral tax treaty. The remaining provisions 
will come into force in 1991. A major benefit of the tax treaty is 


the avoidance of double taxation for firms and individuals in both 
countries. 


Indonesia revised its copyright law in 1987, and in August 1989, a 
bilateral copyright agreement between Indonesia and the United 
States entered into force. The focus in the copyright field has now 
shifted to enforcement. Problems remain in that area, particularly 
with regard to piracy of computer software and videotapes, but 
Indonesia is taking positive steps to improve the situation. For 
example, in March 1990, the International Intellectual Property 
Alliance and the Indonesian Department of Justice sponsored a 
copyright enforcement workshop that was well attended and sparked 
lively interest. The Department of Justice has sponsored a number 
of other seminars and workshops in cities throughout Indonesia in 
cooperation with the World International Property Organization 


(WIPO). In addition, a ministerial level anti-piracy commission is 
to be set up. 
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Indonesia’s first patent bill, adopted by the Parliament in October 
1989, will take effect on August 1, 1991. This law provides for 
product protection for chemical and pharmaceutical products, among 
others. Weaknesses such as compulsory licensing remain in the law, 
but some of these are expected to be improved in the ensuing 
implementation of the regulations. 


Indonesia is currently drafting amendments to its trademark law. 
Plans are for the new trademark law to be implemented in January 
1992. One of the major weaknesses in the current trademark law is 
the lack of adequate protection for well-known marks. The revisions 
are expected to make Indonesia’s law more compatible with 
international practices. Additional reforms which may occur 
include: new laws on banking, insurance and pensions; transport 
deregulation; establishment of a private alternative to the 
government electric company; and further trade policy reforms. 


Despite progress in improving the business environment, some 
obstacles to foreign business activity remain. Certain sectors, 
such as communications, transport and retail trade, are essentially 
closed to foreign investment. In addition, foreigners are barred 
from practicing law, and restrictions apply in accountancy and 
certain other service sectors. 


During 1989, U.S.-Indonesian trade totaled $4.8 billion. U.S. 
imports from Indonesia (mostly oil, rubber, plywood, textile 


products, and coffee) totaled $3.5 billion. American exports to 
Indonesia amounted to $1.3 billion, consisting mainly of 
agricultural products, chemicals and resins, aircraft, computers and 
data processing equipment, and earthmoving equipment. Best export 
prospects for American firms include: avionics and ground support 
equipment, office machines, agricultural and food processing 
machinery, plastic equipment and materials, organic and inorganic 
chemicals, telecommunications equipment, pulp and wastepaper, 
machine tools, and metalworking machinery. There has been 
increasing interest among American firms in investing in Indonesia. 





